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EGYPT CONFRONTS PEACE 

by Marie-Christine Aulas - .■ - 



At Camp David, President Sadat pushed his logic to 
its ultimate conclusion: a separate peace, adorned 
with a vague formulation about the future of the 
occupied territories. All these his own collaborators, 
diplomats as well as military, had ruled out during 
the Jerusalem and Cairo negotiations of January 
1978, and at Leeds in July. The evolution to this 
conclusion has been evident since the trip to Jeru- 
salem, as Egypt emerged without credit in the third 
world and isolated in the Arab world. In this sense, 
President Sadat at Camp David ratified a de facto 
situation. 

Having played its last card, the regime will have 
to unveil realities heretofore hidden, the same real- 
ities that drove it to this desperate gesture. For some 
time the authorities, like the press, have maintained 
a prudent silence about the infitah, the open door 
policy officially announced just after the October 
War as a means to resolve the country's economic 
difficulties. Despite its failure and the seriousness 
of the popular protest it engendered in January 1977, 
no attempt has been made to correct or alter it. 
Rather, the official line consists of presenting the 
solution to current economic problems as dependent 
on the political settlement of the "national ques- 
tion": the recovery of the occupied territories and 
resolution of the Arab Israeli conflict. The solution 
to these difficulties is postponed until the "golden 
age" which must follow a peace settlement. Simul- 
taneously, the cause of all these problems is attri- 
buted to factors external to the current policy: the 
Nasser era, insufficient Arab aid, or the war. Thus a 
confi-ontation with an increasingly alarming reality 
is avoided. 



The Devaluation of the Egyptian 
Pound 

Meanwhile, the Egyptian economy is collapsing. Its 
disintegration has reached the point of jeopardizing 
the very foundations of the infrastructure which it 
has acquired up to this point. ' 

The implicit risks of the open door policy for a vul- 
nerable economy such as Egypt's became even 
greater in the wake of the measures imposed by the 
International Monetary Fund (IMF) in January 
1977: the 60 percent devaluation of the Egyptian 
pound (LE), and the termination of subsidies for 
basic necessities.* The bulk of the population reacted 
immediately to this second decision, forcing the gov- 
ernment to suspend the measure at the time. Since 
then the government has been working towards such 
a cut-off indirectly and by unobtrusive steps: lower- 
ing the quantity of a product sold for the same 
price, raising the price over a period of time, chang- 
ing the brand name. The key decision to devalue the 
pound, because of its abstract and non-immediate 
character, was not recognized by the angry crowds, 
but it has taken its effect since that time, causing 
a chain reaction throughout the national economy.^ 

In the wake of the devaluation, there was an in- 
crease in the cost of imported goods on which Egyp- 
tian industry and agriculture are structurally depen- 
dent. In addition, the cost of labor is rising continu- 
ously due to inflation and the competition of an Arab 
market open to Egyptian workers. The fate reserved 
for the small manufacturing industries,* the domain 
traditionally reserved for the national bourgeoisie, 

"These Rubsidies repreeenl 10 perceni of IhetirosH National Product in 197(J, accordinff 
to the World Bank. 
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scarcely Btimtilates investment and initiatives of 
private capita] in the productive sector. This sector 
is being rapidly imperiled. Numbers of small enter- 
prises are going bankrupt, consigning skilled work- 
ers to unemployment and, soon afterwards, to 
emigration. When they themselves do not choose this 
solution, the small capitalists reconvert into the 
tertiary sector, that is, tourism or import-export 
activities, which have flourished over these last 
years. 

With no elements in the private sector, either local 
or foreign, likely to compete with it, the public sector, 
representing national capital, remains dominant in 
the country's industrial production. But this position 
is increasingly precarious. For, despite its virtual 
monopoly of major industry (steel at Helwan, chem- 
ical fertilizers at Aswan, the textile complex at 
Mahalla al-Kubra, among others), the public sector 
is deprived of centralized coordination and left to its 
own direction. It remains subject to the old regula- 
tions and laws which are not applicable to foreign 
capital.^ In addition, lacking sufficient investment, 
the public sector is in no position to replace old or 
defective machinery, resulting in a net decrease in 
quality and productivity. The case of the large ferti- 
lizer factory KIMA at Aswan, currently working at 
25 percent of capacity, is far from being an exception. 
The Aswan Dam itself has only three of its twelve 
turbines working! Since the beginning of the open 
door policy there has been talk of selling stock in 
public sector industries. If this has not yet been 
done, it is because no capitalist wants to invest in 
a deficit sector which lacks even the means neces- 
sary to function. 

Threats to Cotton Cultivation 

Recently, strange events within parts of the public 
sector seem to be spreading. For instance, part of the 
large IDEAL company, well known for the export of 
office materiel and household wares, was the victim 
of a fire, as had been other warehouses and stores 
belonging to national capital. Then, a short time ago, 
a French company signed a contract which gives it 
51 percent of IDEAL's capital without contributing 
any capital of its own — it brings only its name and 
technology. 

This pales, however, beside the Amereyah scan- 
dal which, with others, dominates the internal life of 
Egypt despite the indifference of the press. This new 
scandal has implications far greater than those con- 
cerning the Pyramids plateau or the sale of the 
Egyptian cinema's infrastructure, both effectively 
halted last May. It is the first case where national 
capital clearly showed its opposition to the new eco- 
nomic system. An immense industrial complex of 
synthetic fibers, threads and cloth is to be built at 
Amereyah, not far from Alexandria. The project, 
involving investments on the order of $1.5 billion, is 
the fruit of a joint venture of the Egyptian state and 
some multinationals with Arab backing, although it 
is outside the main lines of the planning directive 
announced by the government. By the time the pro- 



ject was about to begin, the Misr Bank had already 
invested the equivalent of LE 167 million in cur- 
rency."* The High Council of Investment, presided 
over by the Prime Minister, Mamduh Salem, decided 
last July to block its implementation, believing that 
it did not meet any economic necessity and that there 
had been serious violations at certain high levels in 
its constitution and implementation procedures. In 
fact, the alarm felt by the holders of national capital, 
the public sector, at the prospect of a project which 
would threaten the country's dominant industry and 
its most important product, cotton, seems to be at the 
origin of this decision. It does not seem, however, 
that the decision is final: at the end of August, the 
chief of state asked for a parliamentary inquiry to 
shed light on these irregularities. 

During the same period, the Minister of Planning, 
Abdel Razzaq Abdel Meguib, felt he could state that 
cotton cultivation was not essential for the future of 
Egyptian agriculture.^' Cotton production has cer- 
tainly been in constant decline due both to the de- 
crease in the harvest and to the limitation placed on 
the area planted. But this is due to the repercussions 
of economic policy. The devaluation of the pound 
increased the cost of fertilizer and pesticides sold 
on the open market. In addition, since cotton is 
always sold at a fixed price to the government, the 
fellahin prefer to turn to more profitable crops like 
citrus fruits in order to pay the land rents, which 
have doubled this year. More than ever, the land- 
owners are favored; a further amendment to the 
agrarian reform law passed on June 23, 1975 allows 
them the possibility of increasing the size of their 
holdings to 200 feddans.^ 

Just as President Sadat is beginning a campaign 
for the improvement of the land," the cultivable area 
is decreasing, not only due to the advance of the 
desert. The lands improved during the last years 
have been sold over the past few months at auction 
with an opening price of LE500 to 800 per feddan. 
The price reached LE 7000, which effectively pre- 
vents the small fellahin from acquiring property. 
Previously, the sale at auction of improved lands 
did not exist: peasants had priority and benefitted 
from a 30 year payment plan. Today these lands are 
being acquired for fabulous sums, not by rural resi- 
dents but by city dwellers who speculate on desig- 
nated agricultural lands to create tourist projects 
or residential and industrial complexes. 

Exports only cover 35 percent of imports and the 
commercial deficit grew in 1977 to LE 1215 million. It 
is easy to understand why Egyptian and Arab capi- 
talists prefer to invest in the non-productive sectors 
where profits, although ephemeral, are high, and 
then to invest these profits abroad. The multina- 
tionals have also failed to respond to the attractive 
invitation extended them. The law on foreign invest- 
ments passed in June 1975 is one of the most liberal 
in the world, much more so than any other currently 
in force in the Arab world. According to its terms, 
foreign investors benefit from a special system 
which leaves them non-liable to the labor law appli- 
cable to Egyptian industry and gives them very ad- 
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Fetlahin cutting sugar cane near The Valley of the Kings. 



SADAT'S "GREEN REVOLUTION" 

Egyptian agriculture is not feeding its people. The 
2 million tons of wheat produced each year supply 
less than one-half of the country's needs. In 1977, 
Egypt had to import some 4.3 million tons, a figure 
expected to rise to 5 million tons by 1979, making 
Egypt the largest wheat importing country in the 
world. Confronted by an agricultural sector that 
has shown little growth in recent years, Sadat 
proclaimed a "Green Revolution. " Land reclama- 
tion is the focus: by the year 2000 some 2.8 million 
reclaimed acres are to be added to the 7 million 
acres now under cultivation. Reclamation, how- 
ever, is costly: an estimated $2,100 per acre is 
required to finance the costs of irrigation, soil 
enrichment, new roads and public services. Even 
then, reclaimed desert land is often of low produc- 
tivity. Agricultural experts have pointed out that 
Egypt might be well advised to concentrate on 
improving the productivity of the land already 
under cultivation, since a $30 investment per acre 
could bring the 50% of cultivated land in poor con- 
dition up to high productivity, thus increasing pro- 
duction at much less cost. 



The seeming illogic of the "Green Revolution" 
can be understood by recognizing that the plan 
involves turning part of Egyptian agriculture 
over to private interests. Although the govern- 
ment is involved in Egyptian agriculture in the 
sense that it gives farmers strict quotas for cotton, 
wheat, rice, lentils, and sugar cane— which are 
then bought at government-controlled prices — it is 
not planning to invest in agriculture. The agri- 



culture sector, responsible for 31% of GNP. 60% of 
exports, and 50% of the labor force, will receive 
only 9-11% of the government investment under 
the new five-year plan (1978-1982). Land recla- 
mation will only be achieved by opening the new 
areas to private investment by allowing and even 
encouraging the penetration of agribusiness. A 
few private investments in the agricultural sector, 
operating jointly with local capital, are in pre- 
paration: Coca-Cola and an Egyptian company 
are planning to grow oranges near Ismailia, a 
Japanese firm is considering fish farming in the 
Bitter Lakes, and the West Germans are looking at 
poultry production. 

Such ventures will probably serve as models 
for the 2.8 million acres to be reclaimed. Since 
the government has no serious intention of pro- 
moting agriculture through national investment, 
the reclaimed land will fall into the hands of those 
who can support the costs of reclamation: mainly 
foreign and agribusiness companies. The land 
reform policies of the 1950s and 1960s, already 
undermined by recent laws favoring the land- 
lords, will be dealt another series of blows as the 
Egyptian peasant as freeholder is excluded from 
the new lands. Of course, the fundamental ob- 
stacles to foreign investment will most likely 
render Sadat's "Green Revolution" like the rest 
of the infitah policy, a dead letter. 

-J.T. 

Sources: Arab World Weekly, J^lyl, 1978; The Financial Times. Jniy 31. 
1978. 



vantageous fiscal exemptions. In the free zones this 
exemption is total, with no time limits. Nonetheless, 
there has been no serious investment of foreign 
capital in the productive sector, even in the free 
zones. None of the announced projects have reached 
implementation phase, even those of a firm like 
Coca-Cola, which has found in Egypt the oppor- 
tunity to break the wall of the Arab boycott imposed 
by the Arab League.* 

On the other hand, the multinationals have pene- 
trated so massively into the tertiary sector, es- 
pecially banking, that the government finally de- 
cided in August to authorize no new banks. The in- 
vitation extended to foreign banks was aimed at the 
stimulation of Egyptian banks and of investment. In 
fact, thanks to special legislation in their favor and 
to their high salary scale, foreign banks have been 
able to attract the best of the high-level personnel 
from the Egyptian banks, placing the latter at an ex- 
treme disadvantage. In addition, the Egyptian 
branches of the big multinational banks, far from 
bringing in capital, put a drain on the savings of 
Egyptians working abroad. 80 percent of the sums 
thus deposited are transferred to the European 
or American parent banks. This is why national 
savings declined sharply between 1975 and 1977. As 
to the rest of the savings deposited in these banks, 
they serve essentially to finance luxury imports and 
projects such as Wimpy and Kentucky Fried Chicken 
chains. 

The fi"ee zones, designated by the infitah to be- 
come the turn-table of the Arab market, the test of the 
success of the new economic policy, are facing a less 
ambitious reality. Only refrigerated warehouses 
designed for the storage of frozen imported meat and 
chicken have been built. Despite many projects, the 
free zones have not attracted any industrial invest- 
ment. Thev are overflowing with imported products 
of every kind, to the point where some derisively 
refer to them as Big Chawarbi, a reference to a small 
Cairo street known for its black market. 

The "Revitalization" of the Economy 

This critical state of the Egyptian economy is all 
the more alarming as the country has never in its 
recent history received so much foreign aid. Yet, at 
the end of 1976, the Egyptian state was on the verge 
of bankruptcy, incapable of repaying the short-term 
loans which it had contracted. With the help of Saudi 
Arabia, the United States, and international bodies 
like the IMF and the World Bank, Abdul Moneim al 
Kayssouni, then Minister of Finance, tried to clean 
up the economy.^ But what in fact happened? The de- 
valuation of the pound had repercussions on the 
customs taxes, which are calculated on the basis of 



*Coca-CoIa ia not the only firm to take advantage of Egypt's deeire to attract foreign 
investment at any coat. Ford and Colgat^Palmolive have alao set upjoint venture oper- 
ations. Motorola, Cadbury. Sthwepps and Xerox have projects on the drawing boards. 
Although investment in Egypt may not be very seductive on its own account, it offers 
blacklisted finna a possible springboard into the oil-producing Arob market. In the wake 
of the Camp David accords, joint ICgyptian-IaraeU projects, discussed after the Jeru- 
salem talks, are now being reactivated. A nuclear power plant and an nil depot and 
refinery in the Sinai are amon^ the propoAed piojecta. — Eds. 
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the exchange rates. This, coupled with the abolition 
of certain credits on the subsidies to basic necessi- 
ties, permitted only a small step in the direction of 
balancing the budget. 

As for the external debt, amounting to $12 billion 
at the end of 1976,^ it was restructured from short- 
term credit facilities into long-term debt. This clean- 
up of public finances was superficial and dangerous: 
superficial because the devaluation of the pound had 
repercussions on the internal market and on pro- 
duction; dangerous because it disguised an acceler- 
ation in the process of Egypt's total economic de- 
pendence on the international capitalist market. 

But this was certainly one of the risks implicit in 
the open door policy. What was yesterday's fear has 
become today a compelling reality. First, the em- 
phasis accorded the import-dependent economy has 
pushed imports from LE325 million in 1970 to 
LE 1,538 million in 1975, and LE 1,884 milHon in 
1977. Second, Egypt has become enmeshed in a web 
of aid and loans without these monies being invested 
in the productive sector. 

The state of the Egyptian economy led its credi- 
tors to regroup to decide on a common strategy. 
In the spring of 1977 and 1978, the World Bank 
assembled them in Paris to coordinate their aid. At 
that time an incredible percentage of the aid and 
loans given Egypt remained unused. Certainly, some 
of this can be explained by the inability of the Egyp- 
tian partner to furnish the matching funds in local 
financing which the loan requires. More generally, 
though, it is due to an imprecise and incoherent 
economic policy, one rife with inefficiency and negli- 
gence. 

In addition to the decisions made each year by the 
Paris Group, foreign interference in the Egyptian 
economy is exercised permanently within the coun- 
try. There is the IMF representative in Cairo, and 
a great number of resident foreign experts whose 
role is nothing less than the one which Lord Cromer 
assigned to his "obligatory advisers." Even private 
financial firms such as Morgan, Stanley of the U.S. 
are today supervising the work of one of the world's 
most ancient administrations. 

The disintegration of the economy has inevitably 
had repercussions in the social sphere. The over- 
whelming majority of the population must find indi- 
vidual solutions to the problems which the state is no 
longer capable of solving: employment, the high cost 
of living, housing, transportation. The quest for solu- 
tions to make ends meet, the search for "schemes," 
accelerate the collapse of the state's role. Corruption 
takes a legal form. The black market is becoming 
common. Law no longer exists, except as applied to a 
few scapegoats. 

For many more every day, emigration has become 
the panacea. Far from stopping the drain, the state 
provides every facility (multiplication of passport 
offices, prolongation of passport validity, etc.) with 
the hope of having the savings of the emigrants sub- 
sequently invested in the country. Formerly, most of 
the highly qualified or skilled workers were taking 
advantage of the situation. Today it is the unskilled 



OPEN DOOR TO DEBT 

With the failure of the Open Door policy to re- 
vitalize the Egyptian economy, Egypt joins the 
ranks of those Third World nations caught in the 
debt trap. Heavy reliance on foreign aid from 
western and Gulf countries, international institu- 
tions, and private banks has not wrought the 
"economic miracle. " In 1978, after several years of 
substantial outside help, Egypt is scrambling to 
obtain the funds necessary just to pay off the 
interest on old loans. 

With estimates of 1978 imports at $6.45 bil- 
lion and exports at $2.3 billion, the trade deficit 
will reach slightly over $4 billion. Revenues from 
the Suez Canal, tourism, and transfers from 
Egyptians working abroad may increase this defi- 
cit to $2.2 billion, but interest and installment 
payments due of some $1.2 billion mean a total 
deficit over $3 billion. The International Consul- 
tative Group, Egypt's main creditors, agreed in 
June to provide $2.4 billion, of which $1 billion 
came from the United States alone. As late as 
August, however, Sadat was still casting about for 
the remaining $800 to $900 million. The Gulf Or- 
ganization for the development of Egypt (com- 
posed of the oil producing Gulf states) promised 
$150 million with the hope of more to come, and 
the International Monetary Fund (IMF) gave 
another $125 million. Finally, in August, the IMF 
agreed to provide $720 million in credit for a three 



year period, balancing Egypt's books for another 
year. 

Reliance on foreign aid may well lead the 
Egyptian economy out of the frying pan into the 
fire. Financing to pay off back debts is bought on 
increasingly hard terms. The IMF serves as a bell- 
wether for the biggest creditors and its unwilling- 
ness to provide credit is tied to stiff conditions of 
economic reform. The IMF recipe for combating 
"inflation" includes reducing bank financing of 
government deficits, raising interest rates on local 
bank loans, loosening foreign exchange regu- 
lations, devaluingthe Egyptian pound, and lifting 
price controls and subsidies. The overall impact is 
to tie the Egyptian economy more tightly to the 
world economic system and cause severe disloca- 
tions at home. Some reforms have been modified 
due to popular resistance, especially in the case of 
removal of food subsidies. At this time, however, 
price controls are being removed gradually so that 
only 14 items, as opposed to a previous 88, are now 
controlled. With prices rising, money tight, and no 
wage increases to speak of, the average Egyptian 
is experiencing a decline in real income and stan- 
dard of living. 

- J.T. 

Sources: Arab World Weekly, Sept. 23, 1978; The Economist. June ;).9, 
1978: The Finam-ial Times, July 31 , 1978; The Middle £os(. August 1 978. 
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who emigrate. The official figures of a million and a 
half Egyptians working in the Arab countries is a 
great underestimate. The unofficial figures are 3.5 
to 4 milhon emigrant workers. Many evade the cen- 
sus: lacking qualifications and contacts, they leave 
without a contract under guise of a pilgrimage to 
Mecca or a "tourist" trip. Thus high-level personnel, 
technicians, engineers, and doctors (educated at 
state expense), as well as household workers and 
even peasants, are being forced for the first time in 
Egyptian history to leave their country in order to 
support their families. More than 20 percent of 
Egypt's working population is contributing to the 
edification of neighboring Arab countries. As well 
as depriving the Egyptian economy of a great part of 
its work force, the phenomenon of emigration contri- 
butes to speeding up the change in the value system 
towards consumerism. Whoever emigrates returns 
with new needs which he tries unsuccessfully to 
satisfy, to the detriment of local industry which is 
unable to meet such demands in its current state. 

Egypt benefits financially from Arab oil wealth 
indirectly by way of emigration, and directly 
through the tourist trade and through real estate 
speculation, which is the primary focus of the Arab 
businessmen. These different mechanisms explain 
the economic boom which the import-export sector, 
tourism, and real estate have experienced since the 
infitah. Colossal fortunes have been built in a 
very short time, raining manna on a few segments of 
the urban population who work in these sectors at 
different levels. Behind these quick fortunes stands 
a caste, sometimes called a "new class," sometimes a 
"parasitic bourgeoisie," for want of a comparable 
phenomenon elsewhere or in history. This parasiti- 
cal caste which reigns today over certain Arab coun- 
tries including Egypt arose from a conjunction of 
circumstances: the defeat of 1967, quickly inter- 
peted as the failure of socialism,* and the oil phe- 
nomenon. Starting from such a basis, the lure of 
profit without effort is sure to prevail over a long- 
term national perspective. 

Keeping Up Appearances 

Internal political life is still dominated by the slogan 
of democracy to which the regime has laid claim 
since May 14, 1971. However, the first attempt to 
democratize institutions dates only from November 
1976. At that time the regime needed to find practical 
ways of easing the passage from a one-party state 
under the Arab Socialist Union to a multiparty 
system. Not only were the terms of the deputies 
elected to the People's Assembly expiring, but the 
open door and the new external alliances made it 
necessary. 

The legislative elections of November 1976 testi- 
fied in many respects to the limits of this democrati- 
zation.'" Two months later, the popular revolt 




*0r course. th« Rgyptian aociulist experience did notcauBe thewarof 1B67. noritsbHA. 
DurinH tht; Naaaerera, docialtam was jin cxpr^BBton of notional independence which did 
not necessarily go in the direction generally (fiv^n to a socialist revojtition because it did 
not eliminate the bourgeoisie. 



Portraits of President Sadat and Sheikh Zayid bin 
Sultan of Abu Dhabi at a construction project funded 
by The United Arab Emirates. 

against the decisions of the new People's Assembly 
revealed how wide a gap existed between the people 
and the institutions. Despite the anticonstitutional 
referendum of February 1977," followed by the ex- 
pulsion from Parliament of Kamal Eddine Hussein, 
the path towards democratization followed its 
course. On June 20, the same Assembly passed a law 
setting out regulations for the creation of new 
parties.'*^ The first, and until now the only, party to 
benefit from this law is the New Wafd, established in 
January 1978. 

Although very different from the old nationalist 
Wafd party founded in 1918 by Saad Zaghloul, the 
New Wafd profited from its historical prestige. It 
attracted, not without a certain romanticism, a large 
part of public opinion sensitized by this first expres- 
sion of democracy since 1952. Lacking organization 
and a party organ or mouthpiece (time has been too 
short), the party became very quickly and without 
effort the refuge of all those dissatisfied with the 
regime and, at the same time, hostile to progressive 
ideas. Thus side by side were all social classes af- 
fected by the policy of infitah, including some who, 
although profiting from the new direction, are con- 
scious of the risks and want a rationalization of 
the economy. The sociological range of those sympa- 
thetic to the New Wafd was all the more broad as its 
ideology remained vague and imprecise. The polit- 
ical program it proposed was astonishingly similar 
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to that of the regime, with the exception that the 
latter does not dare to condemn officially the revo- 
lution of July 1952 from which it derives its legiti- 
macy. From all points of view, the New Wafd ap- 
peared as the party of orderly change, as the only 
democratic alternative to the regime likely to satisfy 
a large part of the population as well as Saudi and 
Western allies. 

Faced with mounting threats during the winter— 
the economic crisis and the scandals, the impasse 
in negotiations, the reception of the New Wafd — the 
regime undertook in the spring to arrest the trend 
which might lead to its demise. In May, in total con- 
travention of Article 152 of the Constitution,' ■' the 
government passed by referendum a law which con- 
solidated the repression against the left and against 
the New Wafd on the right. The new restrictions 
placed on the left provided a clumsy confirmation 
of a de facto situation. The New Wafd wsa deprived 
of its leadership — Fuad Serrag Eddine, Ibrahim 
Farrag, Abdel Fattah Hassan — who were accused of 
corrupting political life before the revolution of 
1952.'* Although it retained the real possibility of 
reconstituting itself at another time, the party pre- 
ferred to make the regime take responsibility: it was 
dissolved on June 2, demonstrating the limits which 
the authorities set on democracy. 

Was the regime then fearful of an initiative from 
the army? Soon after the repression of the New Wafd, 
transfers were implemented within the army. The 
principle chiefs of staff, veterans of the October 
War and highly popular with their troops, were 
transferred to administrative duties and, along with 
their assistants, were pushed out of command posi- 
tions. A month later, officers' pay was increased by 
20 percent. 

Overwhelmed by the contradictions of his own 
logic, the chief of state then had to find a way out of 
the internal and external impasses. To fill the politi- 
cal vacuum and restore the facade President Sadat 
decided in July to create the National Democratic 
Party which he would head. In so doing he broke his 
ties with the center party, the Arab Socialist Organ- 
ization, whose president was none other than Prime 
Minister Mamduh Salem. This clever stratagem 
allowed Sadat to redirect criticisms made of the re- 
gime onto the government and the prime minister. 
By taking responsibility for creating a new party 
designed to enliven the country's political life, the 
chief of state took a personal risk, as he had on the 
eve of the October War.'** Although this party is not 
yet officially founded {it awaits the beginning of the 
parliamentary session) its initiatives and activities 
already capture the attention of the press. The presi- 
dent clearly wishes to surround himself with new 
men, dynamic and with no prior political ties. This 
is the case of Mansour Hassan, a young business- 
man of Western education, named as spokesman of 
the party by the chief of state. We also find among 
the other members of the general secretariat, ap- 
pointed under the same circumstances. Fikri Nak- 
ram Ebeid, a very prominent lawyer, until then 
vice-president of the right-wing Liberal Socialist 



Organization, and Maher Mahme AH, who belonged 
to the Watani Party before the revolution. The pro- 
gram of the National Democratic Party, drawn up by 
the head of the University of Cairo, Soufi Abou 
Taleb, offered few precise signs of a new direction 
and, because of this, reveals little suggesting a new 
dynamism in political Ufe. Beyond the program, the 
motivation of the members also seems likely to create 
eventual difficulties. 

The majority of the center party members, includ- 
ing the prime minister, decided tojoin the president's 
party, thus undercutting the reason for its being 
founded. Party membership forms were systemati- 
cally filled in without prior consultation with the 
individuals involved. 'Thus this National Demo- 
cratic Party calls to mind the most negative aspects 
of the Arab Socialist Union and, given its anti- 
democratic character, inspires very serious fears for 
the future. The existence of already functioning 
small parties like that of Mustafa Makel Murad, the 
Liberal Socialist Organization, or projected parties 
like the Socialist Workers Party of Ibrahim Chouk- 
ri, or the National Independent Front with Mahmud 
El Kaddi and Mumtaz Nasser, will give the illusion 
of democracy to the outside world; the absence of 
democracy and the political void which currently 
characterize Egypt will remain only at the risk of 
eventual insoluble problems for the regime. 

Different decisions taken by the regime may be 
analyzed only as palliatives to maintain its survival. 
The stability which the regime still enjoys is due not 
only to its deft manueuvering to firustrate all alter- 
natives but also follows in part from those new 
values introduced during the last few years. These 
values, still imperceptible, affect all social classes 
and all ideological currents, whether political or 
religious. Egypt seems to have lost both its Egyptian 
or Arab and its Islamic identity without knowing 
with what or with whom to replace it. Individuals 
doubt themselves and others so much that they 
apply to themselves words with racist overtones — 
fatalism, apathy — which the West has long and 
falsely attributed to them. While many dreams and 
hopes have been dashed, the transformation to a 
consumer civilization engenders new behavior, 
hastening all the more the break with the past. Wan- 
dering, mixed at times with despair, the country scat- 
ters its energies and hurries toward a decline the like 
of which has not been experienced for several cen- 
turies. 

The mediocrity of cultural production amply re- 
flects this spiritual confusion. The dismembered 
press, repeatedly purged, confuses its informational 
function with the imperatives of propaganda. In- 
ternal problems are evaded if not hidden. News from 
abroad conforms to the structure of Egypt's in- 
creasingly limited foreign relations. If the law con- 
cerning parties theoretically permits the establish- 
ment of an opposition press, the reality is otherwise. 
The left-wing weekly Ahali is systematically cen- 
sored. The daily of the right-wing party, Al Akrar, 
met the same fate shortly before the Camp David 
meeting, as did the journalists who used to sing the 
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regime's praises: Samir Sabri on television, Mustafa 
Amin in the weekly Akhbar El Yom. 

Religious forces, although finding in this general 
atmosphere a fertile soil for proselytism, are not 
succeeding in crystallizing the aspirations of their 
followers. The religious institution of Al Azhar is 
now marginal, a fact which contributes to the 
general decline. Well organized throughout the coun- 
try, the Muslim Brotherhood lacks a dynamic leader- 
ship. Its leaders, who belong to the most conserva- 
tive tendencies of the movement, neglect current 
political and social problems. Thus they are by- 
passed by even more extremist, even more fanatic 
currents, dispersed among many secret societies. 

Progressive currents are not spared the division 
and confusion affecting the entire society. In addi- 
tion, they must face repression and infiltration by 
members of the special services. From among the 
Nasserites, one tendency joined the Organization of 
Progressive Unionists (Tagamoo) created in 1976 
under the presidency of Khaled Mohieddine. The 
other remains marginal in order "to preserve Nas- 
serite authenticity," according toils representatives. 
As for the Marxists, they are once again scattered be- 
tween the official party, Tagamoo, and underground 
parties like the pro-Soviet Egyptian Communist 
Party and the Egyptian Communist Workers Party 
created in 1974 i^om currents stemming from the 
student revolt of January 1972. 

Affected by the same problems as civilians, infil- 
trated by the same contradictory currents, the army 
is also disintegrating, less than five years after 
having crossed the Bar Lev line. It is progressively 
losing its justification, as it is used for tasks other 
than those relating to the national question. Its divi- 
sions are scattered along different borders — Libya, 
Sudan, Sinai— for the enemy has changed. When of- 
ficers are not invited to adopt civilian careers, they 
are offered the possibility of greatly increasing their 
pay by putting themselves at the service of foreign 
armies in the Arab world or in Africa. Even the uni- 
form is changing, progressively adopting the Amer- 
ican army's green color, which does not really blend 
with the desert sands. It is understandable why the 
Military Academy, so long an elite preserve, has not 
only had to lower the grade level for its entrance 
exam but faces this year a severe shortage of appli- 
cants. 

By contrast, the internal security service is still 
considered one of the most effective in the world. 
This dense network enjoys foreign advice and has 
many new offshoots. Thus Egypt's apparent stabil- 
ity continues despite the political void and the 
multiplication of potential elements of instabihty. 

Despite their capacity for maneuvering, those in 
power are nonetheless not totally secure from a coup 
d'etat arising from the shadows, as the Egyptian 
press has already hypothesized.'' But today, given 
the internal situation and the nature of the Camp 
David agreements, it is Egypt's very role which is in 
question. The problem is all the more serious because 
it involves the only state in the region which is an 
unartificial and homogeneous historical entity, the 
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NUCLEAR WASTE 
FOR EGYPT 

By the terms of a protocol signed June 1 , 1978 by 
Mr. Ahmed Sultan, Vice Prime Minister and Min- 
ister of Industry, and the Austrian Ministry of 
Commerce, Egypt has agreed to lend Austria 
zones of the eastern desert for burial of its atomic 
wastes. Other European countries which use 
atomic energy are also invited to take advantage 
of these possibilities. 

President Sadat briefly refered to this decision 
at a recent press conference in Salzburg. It failed 
to capture the attention of the official Egyptian 
press at that time. The left-wing weekly Ahah first 
raised the problem, encountering numerous dif- 
ficulties in obtaining information. Since then, 
the right-wing daily Al Ahrar has taken up the 
inquiry. The news, and the fears which it inspires 
in a number of Egyptian circles, especially scien- 
tific ones, has led the official press to raise the 
question in an attempt to play it down. As with the 
Amereyah scandal. President Sadat has decided 
to submit this question to study by a parlia- 
mentary commission. 

We still do not know the bases of this agree- 
ment, although nothing would seem to justify nor 
lessen the dangers implied by the decision. The 
choice of areas for storing atomic wastes, situated 
in the extension of the fault zone of the Afar desert, 
is not entirely devoid of strategic connotations. 

Ahmed Sultan was recently named as the 
recipient of a $322,000 bribe from Westinghouse 
Corporation for lining up an Egyptian Govern- 
ment contract for electrical plants. 

— M-C.A. 



only country capable of mastering the contradictory 
regional forces. Between the disintegration which 
the Egyptian state has experiernced over these last 
years and the country's isolation, which the signing 
of the separate peace will accentuate, everything 
leads to the conclusion that the future of Egypt and 
of the region will be mortgaged for a certain time. 

The desire of the western powers to gain control 
of the Nile Valley is not new. It is part, as was the 
creation of Israel, of the direct extension of the 
"Eastern Question," which for over a century has 
displayed the fundamental antagonism between the 
industrialized countries and the third world. But is 
it by isolating Egypt firom its regional context, as 
with the Treaty of London in 1840, that imperialism 
will be more easily able to resolve the other problems, 
as the imitators of Metternich claim? By isolating 
Egypt is the way clear for the development of ex- 
tremist tendencies elsewhere? 

For the present, it is hard to imagine that the 
United States risked regional bipolarization without 
having first studied the means of pressure and eval- 
uated the possible choices open to their direct re- 
gional partners: Jordan and Saudi Arabia. Still we 



must note that before being told about the American 
initiative, Saudi Arabia, despite its discreet diplo- 
macy, had difficulty hiding its anxiety about the 
evolution of the region. Indeed, the pressure of events 
on the borders of the Arab world — Ethiopia, South 
Yemen, Iran, Afghanistan — and the Egyptian situ- 
ation both internal and regional, made Riyad take 
an unprecedented initiative. For the first time since 
President Sadat's trip to Jerusalem, Prince Fahd 
went to Cairo in July (after the failure of the Leeds 
conference) for the purpose of inviting the Egyptian 
head of state to rejoin the Arab world. The urgency of 
the situation led Saudi Arabia to put Arab solidarity 
before a peace then perceived as global. Today, the 
results of the Camp David talks, far from changing 
the facts, can only heighten the fears of Saudi 
strategy, fears which their American allies cannot 
share to the same degree. From now on, Riyad carries 
alone the responsibility of leading the moderate 
camp, at the same time satisfying the minimum of 
national demands. Whatever its financial power, 
is it capable of this? 

^ See h' Mi.md*:' Diplomatique, Jasuary 1976. 

^The doUar, fixed at 44 piaMtrea up to that time, was raised to 70 piaatTea. An Egyptian 
pound = a hundred piaAtras. 

^ Taking account of the law oa foreign mveBtment put into effect June 1975, 

* Acconting to the journaliBt MouaeaSabriB, who is in favor of the project, in AlAkhbar, 
Aueust 25, 1978, 

^ Cotton prodoction representa 23 pcn?ent of the national income. 

^ The a^trarian reform limited land holdinga lo 100 feddana a family. I feddan ^ .42 
hectares. (1 hectare = 2.'! aerea - SKI 

' Preside n t Sadat used the alo^an the ' 'green revolution"duringlhewinterwhenhe waa 
visitlnK the l^Ryptiiin provincea. A year earlier, hie apeechea invoked the elogan of 
"bureaucratic revolution." It happens that these two Ihemea coincide with advice given 
by the World Bank. 

** Mr. Aljdel Moneim al-KayBsouni, Vice Prime Miniitter in charge of economic and fi- 
aancial affaira, apjKrinted in November 1976, left the itovcmment at the time of the 
cabinet reahuffle in May 1978, after havinfr tried to resign several times. 

^Two-thirds of this debt ia owed to the Western and Arab countriea. See SSERIP Reports 
No. .%. 



^^ See Le Monde Diplomatiqutf , November 197(5. 

' ' The referendum of February 1B77 contravened Article 74 of the Conatitueion, which 
permits a vote on acts but not on laws. 

1* The three preceding parties — then called tribunea— had been aet up by Preeidant 
Sadot on Match 14. 1976. 

'■' Article 152 of the Constitution states that the President can have o referendum on an 
important issue but not aa a means to pass a law. 

' '^ The law relevant to parties which was passed on .1 une 20, 1 977 prohibited the return 
tf> the political scene of parties existing prior to the 1952 revolution, not of former poli- 
ticians. 

^^ The chief of state accepted the Prime Minister's resignation at the end of August, 
which hud been submitted aevernl months earlier The Prime Minister of the new 
government formed on Ociober 2 \s M. Khalil. 

^^ In the ffDvemment appointed March 26, 1973 which wua to prepare for the October 
war, the chief of stale assumed the prime minister's functions. 

1" "The Coup d'Elat" in Rose el Yaussef iNo. 2613), July 10, 1978. 
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INFERVIEM/S. 



PLO on Camp David: 



"THE PLAN IS 

TO LIQUIDATE 

THE PALESTINIANS POLITICALLY 



Ji 



Excerpts from a MERIP interview witli Harii al-l-lassan, political advisor to Palestine Liberation 
Organization Chairman Yasser Arafat and a member ofttie Palestine National Council and the 
Central Committee o/al-Fatah. The interview was held in Washington in late September 1978. 



0. What does the Camp David summit mean for the 
Palestinian movement? 

A; I think the US was surprised by Sadat's acceptance 
of a separate deal with Israel. Menachem Begin said 
he wanted to rename the conference the 'Jirnmy Carter 
conference.' I want to name it the 'Menachem Begin 
conference.' Begin put Carter under pressure and 
Carter then put Sadat under pressure. Kissinger. 
the architect of the new colonialism of our time, gave 
Israel so many weapons that Begin could maneuver 
and face the US. Begin played his strong card; Sadat 
failed to play his. His was the oil card. 

Camp David has complicated the whole Middle 
East situation, and does not advance a peaceful solu- 
tion. They have separated Egypt from the Arab world. 
and they are trying to separate the PLO from the Pales- 
tinian people. They wrote in the accords that the five- 
year self-rule will begin after the building of the Pales- 
tinian administration in the West Bank. Begin and 
Carter know this will take a long time. The Palestinian 
people will not accept self-rule under Israeli control. 
That is a joke. They plan to bring Jordan back into the 
West Bank step by step, so negotiations will begin with 
King Hussein. The accords allow for Jordanian partici- 
pation in the security and police forces. 

The US wanted first to liquidate the Palestinians 
militarily in South Lebanon. Now the plan is to li- 
quidate the Palestinians politically. We won the mili- 
tary confrontation and we now have to win the political 
confrontation. The Carter Administration underesti- 
mates the PLC's strength on the West Bank, in Gaza, 
and especially in Jordan. During the war in South 
Lebanon we asked our people in Jordan to protest 
because the regime didn't allow them to come to 
Lebanon to fight. The result was the biggest demon- 
stration inside Jordan in 20 years; more than 20,000 
Palestinians went into the streets. I am sure the future 
will not be as it was planned at Camp David. 
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0; Why do you think Sadat failed to play his strong 
card? 

A: Sadat went to Jerusalem for psychological reasons. 
We expect anything after that. Before the summit, 
[Assistant Secretary of State] Atherton went to Saudi 
Arabia, where he promised that the US would put 
forth a comprehensive solution. Sadat came to Camp 
David with this very strong card in his hand: the 
American promise to the Saudis that they would lean 
on Begin, The Americans must like Sadat very much. 
They know his psychological needs. That's why Carter 
kept calling him things like "president of the greatest 
nation in the world." Sadat thinks he is treating others 
psychologically, and really he only wants someone to 
flatter him. 

Q. What do you think the Saudi response will be? 
They have been mildly critical. Is this tactical? Do you 
think they will continue to back Sadat? 

A. Those who support him will come into confrontation 
with the PLO on every level. We will not accept neu- 
trality in this situation. Those who are neutral will 
also find themselves confronting us. I don't think 
that the Saudis will support Sadat's step because they 
know that the PLO will face them. I don't think they 
underestimate this, 

0. But they can pressure the PLO financially. 

A: The Saudis can pressure Jordan and Syria but 
not the PLO. I can assure you that we have prepared 
ourselves, especially in the area of finance. Eighty per- 
cent of the PLC's financing is from the Palestinian 
people and not from the Arab regimes. Fateh. which is 
leading the PLO. is not under the control of any 
regime. It was said that the Syrians had the Palestin- 
ians in their hands. I think it became clear that the Pal- 
estinians had rejected Syrian control. 
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Q: Although Assad is taking a different stand from 
Sadat, the Syrian and Egyptian economic policies 
seem to be headed down the same road. What are the 
important differences between Syria and Egypt? 

A: Sadat made the vital mistake of cutting his rela- 
tions with the Soviet Union. He now has no sources for 
military supplies. The Americans still regard Israel as 
the core of their Middle East strategy and will not arm 
Egypt to the point of becoming a threat to Israel. Simi- 
larly, he has realigned Egypt's economy to depen- 
dence on the Western banks. If he wants to refuse 
American peace terms he has to restructure his 
economy again. Syria is still an independent country. 
For this reason we have respect for the policy of Presi- 
dent Assad, although in some details we do not agree 
with him. In general he has allied himself with the 
Soviet Union. His economy is free: it is Syrian, not 
Soviet or Western. When you are part of the Western 
bloc, in the last resort you have to serve Israel. But 
when you are allied with the Eastern bloc, you can ef- 
fect your own policy. 

Q; Let us asl< you about another ally of the Eastern 
bloc: Iraq. The PLO explicitly attacked Iraq. 

A: Iraqi strategy is built around confronting Syria. 
When we have good relations with Syria, the Iraqis are 
against us, too. When relations with Syria are bad, they 
are with us. When the Syrians made a new front with 



the PLO the Iraqis tried to play a role in Lebanon, going 
to the south and contacting the isolationists. 

0; They made an alliance with the rightists in the 
South? 

A: They tried. They sent a batallion to the south and 
tried to contact Chamoun and give him money. How- 
ever, since this Camp David disaster we are ready to 
begin a new stage with the I raqis, and we are waiting to 
see what the Iraqi role will be. 

Q: Does Camp David represent a US success? What 
is the main Palestinian task over the next year? 

A: Maybe President Carter sees it as a US success, 
but in our view this policy will lead to greater popular 
hostility to US policy in the area. The Arab people will 
feel even more strongly that our friends are in the 
socialist countries, not the capitalist countries. It will 
lead to new military confrontation. No one can stop 
this when it is a people's war. The Palestinian task now 
is to face the imperialist plot against us. In 1970 it 
was the Jordanian plot. In Lebanon we succeeded in 
thwarting the liquidation plans. As Marx once said, we 
must not see in misery only misery. We must not forget 
that Camp David will mobilize popular forces, which 
for the PLO is the most important thing. Give me the 
people behind the PLO, and we can be certain nobody 
can defeat us. 



Egyptian Foreign Minister: 

"MAINTAINING A BALANCE 
BETWEEN THE PALESTINIANS 
AND THE ISRAELIS" 

Thierry Desjardins interview in Cairo with Egyptian Acting Foreign Minister Butrus Ghali, 
from Le Figaro (Paris), October 4, 1978. Translation from Foreign Broadcast Information 
Service, October 6, 1978. 



Q: ti/linister, the adversaries of your policy assert that 
Egypt is heading straight toward a separate peace, and 
it is true that you signed at Camp David two vastly dif- 
ferent draft agreements— a quite precise one with re- 
spect to Sinai and a much vaguer one with respect to 
the West Bank and Gaza. 

A: We are not heading in any way toward a separate 

peace and matters are, in fact, very clear. We have es- 
tablished a parallel between the two disengagements 
and we will maintain it. All problems between Israel 
and Egypt should be resolved in 3 to 4 years, and all 
problems between Israel and Palestine in 4 to 5 years. 
This means that we have two more or less similartime- 



tables. As far as Sinai is concerned, there will first be 
an Israeli military disengagement to include Sharm ai- 
Sheikh and, later, a gradual normalization in many 
stages will take place before completely normal re- 
lations are established. As forthe Palestinian problem, 
first Israeli martial law will be lifted in the occupied 
territories, then the military government will be done 
away with and then genuine autonomy will very 
gradually be created. I have considered the matter — 
there will be at least 20 stages and moves on both 
sides. We will simultaneously — 1 want to emphasize 
this, simultaneously — implement two programs. Let 
me repeat this; There will be two timetables. 
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Q: But why have you not mentioned the parallelism of 
these two timetables in the Camp David agreements 
themselves? 

A: For purely practical reasons. We tried to show this 
synchronization in black and white but this proved 
technically impossible. In any case, it is necessary to 
remain very flexible. It is necessary to allow ourselves 
certain time lags in the implementation of this syn- 
chronization so that everything does not suddenly col- 
lapse under the weight of the rigidity of documents. 
But I can assure you that we have really made the 
Israelis understand that as far as we are concerned 
such synchronization is absolutely necessary. And 
they have fully accepted this. 

Q; You have been accused of abandoning the Palestin- 
ians. 

A: This is absurd. Egypt has never committed itself so 
thoroughly in its support for the Palestinian cause as it 
did at Camp David. Until now, Cairo has traditionally 
concerned itself with Gaza. Henceforth we will also be 
completely committed to the problem of the West 
Bank. All this has been stated in the Camp David docu- 
ments. We are members of the quadripartite commis- 
sion and we will participate in all operations con- 
nected with the transfer of authority. Now do not forget 
that the future authority does not even exist yet. This 
means that this will be a difficult problem. 

0.- But there is the PLO. 

A; We really believe that we have the duty to maintain 
by our presence a balance between the Palestinians 
and the Israelis. Obviously, we will stand by the Pal- 
estinians' side and, once this indispensable aid is 
given, we will withdraw. 

Q: The agreement mainly mentions the West Bank 
Palestinians. The PLO has remarked that you have for- 
gotten about all the others. 

A: Not at all. We have also done some planning in this 
sphere. There are three kinds of Palestinians — those 
who are the most unfortunate at present, who live in 
Israeli occupied territory. Then there is the 1967 
diaspora. And, finally, there is the 1948 diaspora. We 
have started with the first group. It is necessary to pro- 
ceed slowly and gradually. Consider history. Egypt 
became independent only in 1936, and even then the 
British retained their military bases until 1954. 

Q; But what about the other Palestinians . . . 

A: To start with, it will be possible to issue passports 
to them, for instance. This would at once enable them 
to progress from the awful status of refugee to a better 
one, that of exile. And, ultimately, those of them who 
wish to return home could be allowed to do so step by 
step, slowly and gradually. 



Q: But the PLO has been officially recognized as the 
only representative of the Palestinian people. 

A: The PLO can board the train any time. This is one of 
the fundamental principles of the process that has 
been initiated. Anyone can board this slow-moving 
train at any time. 

Q; You have also overlooked King Hussein, and yet he 
has an important role to play in the scenario envisaged. 

A: Yes. And this probably explains his present reac- 
tion, which is a rather superficial one. However, we will 
pour balm on his scar once the wound is healed. In any 
case, the role offered to him makes it sufficiently clear 
that we have not overlooked him. 

Q; But you have also said that if he were to stay away, 
Egypt would be prepared to play the role assigned to 
him. 

A: Yes, because in the heat of negotiations the Israelis 
raised an objection. "But if Hussein turns down the 
proposals," they said, "the entire plan will collapse." 
We told them then; "If he turns it down, we will take 
his place until such time as he finally agrees." 

Q: You are essentially an optimist? 

A: Yes, because the movement that has been launched 
is irreversible. Let me emphasize this point: We are 
proceeding in an irreversible manner toward a global 
solution, and Egypt feels that it is completely respon- 
sible for this "universality." 

Q: What will happen now? 

A: We are waging a campaign of explanations through- 
out the Arab world and Africa and among the non- 
aligned countries, while making technical prepara- 
tions for the negotiations. In any case, these matters 
go hand in hand since ourexplanations and the first re- 
sults of negotiations will make everybody think. 

0; What has made President al-Sadat suddenly launch 
himself into this peace operation? 

A: A long analysis. He tried to discover what obsessed 
the Israelis and found that they are obsessed by the 
question of security. This has led him to inventthe "Al- 
Sadat method," which, in fact, consists of reversing the 
traditional timetable of all peace negotiations. First, we 
offer the Israelis the fundamental principle of peace 
and then, once their anxiety about security is as- 
suaged, we negotiate this peace with them point by 
point. This will still be very hard but, let me repeat this, 
the process is irreversible. 
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Declaration of the Mayors and Leaders 
of the West Bank and Gaza 



We stand as one with all of our Palestinian people. We 
have reviewed the Camp David Agreements, and we 
wish to state that we reject them. We do so because 
they serve only to strengthen Sadat's policy of sur- 
render and to defeat the political gains won by our 
Palestinian Arab people. Those political gains, it 
should be remembered, were achieved by our people 
only after great sacrifice and they have been sup- 
ported by the Algiers and Rabat Summit Conference 
and the United Nations General Assembly. 

It is the aim of Sadat to subject the Arab world to 
neo-colonialism by defeating the Arab liberation 
movement and by isolating it from its allies in the inter- 
national liberation struggle. His policies will increase 
tension in the area, and will subject it to cold war con- 
frontation and to control by neo-colonialism. 

The so-called "self-government" proposals for the 
occupied West Bank and Gaza only legitimize and 
strengthen the Israeli occupation. We thus consider 
it a plot against our people's inalienable rights to self- 
determination and to national independence in an 
independent Palestinian state under the leadership of 
the PLO, the sole, legitimate representative of the 
Palestinians. 

Our people have warned more than once that 
Sadat's policies of surrender would lead to a separate 
Egyptian peace with Israel, to a division in the Arab 
ranks, and to a liquidation of the Palestinian cause. 
Realizing these facts and being committed to the Pal- 
estinian Arab national responsibility, the Palestinian 
people in the occupied territories affirm the following: 



1 . The Palestinian Arab people inside and out- 
side occupied Palestine are one; united 
through history, destiny and struggle. 

2, The "self-government" proposal is totally 
rejected in form and content because it 
strengthens Israeli occupation and perpetu- 
ates Israeli oppression of our people. 

3, The Palestinian people affirm and insist 
that the P.L.O. is its sole, legitimate repre- 
sentative and refuse any trusteeship or alter- 
native, no matter in what form or shape. 

4. We look forward to a just and lasting peace in 
the area, achieved only through our people's 
exercise of their right to self-determination 
and national independence, aftertotal Israeli 
withdrawal from all the occupied territories 
and after establishing an independent Pal- 
estinian state. 

S.Arab Palestinian sovereignty must return to 
Arab Jerusalem whicch is an indivisible part 
of the West Bank. This is a historical and 
spiritual cause which can not be compro- 
mised. 

Signed by over 12i individuals, including the mayors 
and deputy mayors of 18 major towns and villages: 
municipal and village councillors: representatives of 
unions, professional associations and ctiaritable 
societies. 
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EGYPT'S 

INDUSTRIALIZATION- 
A CRITIQUE OF 
DEPENDENCY 
THEORY 

by Patrick Clawson 



The impact of international capitalism on the soci- 
eties of Africa, Asia, and Latin America is the subject 
of intense debate among Marxists. One of the most 
prominent schools of thought is the Latin American 
"dependency" theorists, including A.G. Frank, C. 
Furtade, and T. Dos Santos.' They have argued that 
integration into the world market transformed Latin 
American society into a capitalist society, that the 
"metropolis" has retarded the development of "peri- 
pheral" industry, and that economic development in 
the "periphery" is determined by the "periphery's" 
relation with the "metropolis." This article examines 
the applicability of dependency theory to Egyptian 
industrial development from the post-World War I 
uprisings of 1919 to the Free Officers' coup in 1952. 

Claims of the 'Dependency' Theorists 

Dependency theorists argue that Latin American 
society has been capitalist ever since the Spanish 
and Portuguese conquest oriented production to- 
wards the world market. By assuming that pro- 
duction for a capitalist market is inherently capital- 
ist, this theory disregards the possibility of a pre- 
capitalist society producing commodities for a 
capitalist market. An alternative conception is that 
capitalism re-oriented these societies towards com- 
modity production but that the relations among 
people in the process of production remained pre- 
capitalist.* This was the least expensive and easiest 
way to obtain the commodities capitalism needed. 

'P^. Key, Lt^9 atliancct de ci&*sf» ^Paris: Maapero, 1973. arKue xhai cupitaliim «>me- 
dmefl pTe»erve« pre-capttaliBt HOcietipB and ■ometimeB diasoIveB ^pm. Rey emphaHizeii 
thge resistance of pre^epitalist societies to capitalism's penetration. The hiAt^ry of the 
*d«vel0pinff' countripB becomes, in this view, the history of capitalism's penetration and 
tranaformation of precapitalist society- 'Development' ii revealed to mean the develop- 
ment of capitalist jvlatiana of production- 




illK l(!:;.\ST Ul- tilUDK.V. 

■<■».. -tf v»c (■Ass«>r iz*> Bin. spiff cjtti, la nifr 



From Punch, January 19, 1884 

"Dependency" theorists maintain that changes 
in the economy of the "peripheral" countries depend 
upon changes in relations with the "metropolis. "The 
changes, and the dependency, are based on "power 
relationships." Samir Amin, a neo-'dependency' 
writer, who rejects the thesis that Egyptian produc- 
tion became capitalist as soon as Egypt was inte- 
grated into the world market, has repeatedly argued 
that changes in the international division of labor 
between "periphery" and "metropolis" depend upon 
the strength of political movements within the "peri- 
phery." In The Arab Nation, Amin writes that Arab 
industrialization could begin only after "the na- 
tional bourgeoisie . . . imposed a revision of the inter- 
national division of labor on imperialism." In 
Monthly Review magazine, he writes, "the engine of 
change [in the international division of labor] is pro- 
vided by the anti-imperialist national liberation 
movement", and "facts do not bear out the interpre- 
tation . . . that the new international division of labor 
is the strategic goal of imperialism."^ 

An alternative interpretation would be that the 
dependency of Middle Eastern economies on the 
West is rooted in the laws of accumulation of capital. 
The accumulation of capital reproduces the ad- 
vanced countries' status as advanced and the back- 
ward countries' character as backward. As accumu- 
lation proceeds in the advanced countries, its re- 
quirements on the backward economies change. In 
the period of the triumph of industrial capitalism, 
the advanced economies required primarily raw 
materials for industry and markets for output. In 
the period of finance capitalism, capital from the 
advanced economies seeks the highest possible rate 
of return from investment in backward countries. 
These changes in the dynamics of accumulation in 
the advanced countries are the main cause of 
changes in the backward countries. 
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Amin claims that writings about the backward 
countries often neglect class struggle, and that his 
theory about the causes of changes in the periphery 
recognizes the leading role of class struggle. The 
struggle between the bourgeoisies of the advanced 
countries and the bourgeoisies of the backward 
countries is hardly class struggle; it is struggle with- 
in the bourgeoisie, among bourgeoisies of different 
nations. Class struggle can bring into question on 
what principles society will be organized — capitalist 
profit-maximization or socialist workers' power. 
Struggles within the bourgeoisie are over who will 
get the profits squeezed from the workers. In any 
case, class struggle is but one element in economic 
change. One of Karl Marx's great discoveries was, 
"In the society production of their existence, men 
inevitably enter into definite relations, which are 
independent of their wills, namely relations of pro- 
duction . . . " ' Class struggle takes place within the 
context of the dynamics of a given social system. 
Class struggle is not some indeterminate conflict of 
wills: it is part of a process of reproducing social re- 
lations. Under capitalism, class struggle often pro- 
pels the capital accumulation process forward: the 
bourgeoisie responds to workers' slow-downs by de- 
veloping new machinery which raises productivity 
and profits. Class struggle can leave the basic social 
relations of capitalism unquestioned, unless that 
struggle is won by socialist forces who destroy capi- 
talism root and branch and implant new, socialist 
relations of production. 

Two theories are now counterposed. The "de- 
pendency" school, as represented by Amin, argues 
that the advanced countries retard the "develop- 
ment" of the backward countries, especially the de- 
velopment of industry. The alternative interpre- 
tation is that the advanced economies base their 
demands on the backward countries upon the re- 
quirements of the capital accumulation process. As 
accumulation proceeds in the advanced countries, 
the needs of accumulation change and so do the re- 
quirements placed upon the backward countries. At 
one period, advanced capitahst economies pre- 
vented the industrialization of the backward coun- 
tries; in another period, imperialist capital was the 
motor force behind local industry. 

The Cotton Economy Before 1919 

With the rise of capitalism in Europe, there began 
the formation of a world market based on capitalist 
industry's need for raw materials.* The relentless 
search for raw materials (including foodstuffs) was 
the prime force in transforming pre-capitalist soci- 
eties into commodity producing societies, generally 
of a non-capitalist sort. This transformation entailed 

*By revoludonuinfr production through creating modem industry, capitAliam eaot- 
inouaty expands th^phyaical quantity of raw materiala incommoditieeof egivenvfilue. 
Combined with the increa*e in the value of production, theeffectiaa vaatincraaaeinthe 
raw maliriala required for production: "raw materiule" including agricultural input* 
intoconaumption goode. Some raw materialfi could not beeaaily produced in theori^nal 
capitaliat counthfia. du# U> the nature of their uae-values. Fur inatancft, »orne mineral 
producta could be more eaaily extracted in other urea* of the world. These 'natural"— thut 
ia, not produced by capital accumulation— advantaffea lead capital to aeekrawmateiialB 
fi-om theee ar«a8. 



the creation of private property in land. Egypt's 
integration into the capitalist world market occurred 
largely through the export of cotton, which grew 
by leaps and bounds from the mid-1800s until World 
War I. Commodity relations spread throughout the 
economy, based on production for export and on im- 
ports of manufactured consumption goods. 

Capitalist production did not emerge in any large- 
scale way in Egypt before Worid War I. The blockage 
of capitalism was not due to poverty; agricultural 
production and income rose dramatically through- 
out the period. Egypt was regarded as a prosperous 
country by contemporary observers. The rising 
income of the landlords could have provided suffi- 
cient funds for industrialization and the mechani- 
zation of agriculture. The failure to estabHsh local 
industry was not due to "constricted local markets" 
or "savings shortages," as conventional develop- 
ment hterature implies. Nor was the failure due to 
the drainage of income abroad. The preservation of 
non-capitaUst commodity production in Egypt was 
principally the result of class relations, internally 
and internationally. 

European industry was able to produce manu- 
factured goods at a much lower cost than could 
Egyptian artisans and provide products unavailable 
from local producers. Pre-capitalist manufacturing, 
organized along guild lines, had been destroyed in 
the mid-1 800s.^ Egyptian commodity production was 
thereby restricted to those goods in which Egypt 
possessed a 'natural' advantage over the advanced 
capitalist countries, for example, cotton. Just as it 
prevented the generalization of commodity produc- 
tion, the internationalization of commodity trade 
also prevented the formation of a proletariat. One 
of the preconditions for capitalism is a pool of poten- 
tial wage-laborers: people who have been stripped of 
any control over the means of production and who 
are forced to sell their labor power to survive. The 
ties to the international economy— the income from 
cotton production, the loans from foreign money- 
lenders — slowed down the dispossession of the Egyp- 
tian direct producers and therefore impeded the 
transition to capitalism. Besides these economic 
forces blocking Egyptian capitalism, there was also 
the poUtical power of the British. The advanced 
country capitalists were unsympathetic to the estab- 
Hshment of local industry. They insisted on low 
Egyptian tariffs (an across-the-board 8 percent) and 
no state aid for industry.! In all these ways, the inter- 
nationalization of commodity trade blocked the 
emergence of capitalism in Egypt. 

The Shift in the International Economy 

By World War I, the export of capital had replaced 
the trade in commodities as the main feature of the 
world economy. Finance capital, coming to dominate 
the industrial capital in the advanced countries, saw 
the entire world as potential sites for investment in 



tThcre waa very little ttate expenditure on any aort of infrartructuro or education after 
the Britiah occupation in 18fi2.. 
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whatever productive activities would produce the 
highest profit. No longer was the internationali- 
zation of capital confined to the internationalization 
of commodity trade; now money capital as well oper- 
ated on a world scale. Industrial capital had been 
interested in the backward areas only as sources of 
raw materials and as markets. Capitalists had not 
been prepared to invest in capital accumulation in 
the backward areas because they were interested in 
the accumulation of capital in their own firm. It is 
the nature of capital to overcome all such limits to 
its self-expansion. Finance capital, the product of 
decades of capital accumulation, concentration and 
centralization, invests in whatever firm, industry, or 
country can offer the highest rate of return. 

The development of commodity production in the 
preceeding period had created the preconditions for 
the rise of capitalist industry. Marx identifies two 
major preconditions for capitalism: a mass of money 
capital and a group of people who are forced to sell 
their ability to labor in order to live.^ While much 
of the money capital was foreign, some came from 
Egyptian locals. During World War I and its imme- 
diate aftermath, the value of cotton exports soared 
as the price of cotton rose. The increased revenue was 
used to liquidate debts and accumulate holdings of 
stocks and bonds. By the end of the war, Egyptian 
residents held some LE150 million* in foreign invest- 
ments, particularly in British government securities. 



This was 50 percent greater than foreign investment 
in Egypt in 1919. These funds were liquidated during 
the late 1920s and 1930s, and used for accumulation 
through the expansion of industry. Lower cotton 
prices forced landlords out of cotton production and 
into industry. Producers could no longer count on 
commodity trade to produce increased revenue; in- 
creased production might simply depress prices. 
Capitalism was seizing hold of the Egyptian econ- 
omy: the landlord cla.ss was forced to make the tran- 
sition to industrial capitalists. 

The cotton economy simultaneously created a 
supply of potential wage-laborers. Increased de- 
mand by the exploiting classes on the direct pro- 
ducers had forced the peasants into debt, leading to 
loss of control over the means of production. Many 
peasants became share-croppers, a form of pro- 
duction on the road from independent petty com- 
modity production ("yeoman farmers") to capitalist 
wage-labor. 

The crisis in the advanced capitalist countries in 
the 1920s and 1930s was a powerful stimulus to the 
internationalization of money capital. Abie to 
make only meager profits at home, British and 
French capitalists were more willing to invest in 
Egypt. 
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Local Capitalists and Industry 

The Egyptian nationalist movement had been call- 
ing for the establishment of Egyptian industry, with 
government assistance, to reduce dependence on 
Europe. Public boycotts of British banks, stores, and 
products were organized in the early 1920s at times 
of Anglo-Egyptian crisis/' Despite the defeat of the 
Wafd (the nationalist party) by the Palace and the 
British, the government broke with its past practice 
and began to aid industry.'' The 8 percent excise tax 
on locally produced textiles was repealed in 1925. 
Tariffs on manufactured goods rose steeply in the 
early 1930s as Egypt gained control over tariff 
policy. When the Egyptian-owned Bank Misr ran 
short of funds in 1926, F'a rl i a men t entrusted it with 
public deposits rather than let it go under." 

State aid was undoubtedly an important determi- 
nant of the pace of local capital accumulation; it is 
not clear, however, that this aid was essential. Tariff 
barriers are often said to be crucial to initial indus- 
trialization , yet in Egypt some industries were estab- 
lished before any tariff protection existed. The key 
factor was the rise of finance capital ready to invest 
in profitable ventures in any sector of the local 
economy. 

An important institution in organizing the rise of 
Egyptian industry was the Bank Misr.'' Founded in 
1920 by Egyptian nationalists, the Bank had de- 
posits of 1-E;5.2 million by 1925, largely from the 
landlords. Large landlords were also the main in- 
vestors in the industries set up by Bank Misr. Misr 
Cotton Spinning and Weaving got 87 percent of its 
capital from landowners. Egyptian merchants also 
supported the Bank Misr. While European mer- 
chants controlled the import trade, the rise of local 
industry gave local merchants products to market. 
At first, the Bank set up firms with such little regard 
to profitability that it ran short of funds at several 
points. 

'Throughout the period under diAcuuioit, LE] - LL = 16. 



Bank Misr was initially opposed to any co- 
operation with foreign capital, but other nationalist 
elements were not oppos&d to such co-operation. By 
the 1930s, when the real industrial boom began, 
Bank Misr had shifted its attitude. It was forced to 
seek foreign technology and take foreign partners 
who threatened to set up local production competing 
with Bank Misr firms unless they were brought in. 
Bank Misr controlled textile mills, printing presses, 
button factories, and linen-spinning mills. It domi- 
nated the entire Egyptian economy up until its 
nationalization in I960. 

Foreign Capital and Egyptian Industry 

The rise of Egyptian industry was certainly facih- 
tated by the changing attitude of local landowners 
and merchants, now more willing to accumulate 
capital via industrial production. But Egyptian in- 
dustry was essentially established by foreign capi- 
tal; in 1933 77 percent of the assets of manufacturing 
and commercial corporations were in companies 
with foreign participation. These companies in- 
cluded the largest and most modem firms, which set 
the pace for the rest of industry. At the same time 
that it was flowing into industry, foreign capital was 
leaving the cotton economy. The assets of foreign- 
controlled mortgage companies fell precipitously 
from 1914 to 1933, such that total assets of foreign- 
controlled firms in Egypt declined. The drop is less 
significant than the shift in foreign investment to- 
wards industry; where 14.2 percent of the assets of 
foreign -control led firms in 1914 were in industry and 
commerce, in 1933 the figure was 27 percent. 

In theory, all local firms including those with 
foreign participation, were controlled by Egyptians. 
Progressively tougher laws were enacted in the 1930s 
and 1940s requiring Egyptianization of corpora- 
tions. The 1947 law required 51 percent of the capital, 
40 percent of the board of directors, 75 percent of the 
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employees, and 90 percent of the workers to be Egyp- 
tians, But the laws were frequently ignored or obeyed 
in appearance only. Gritly makes clear that locals 
had little part in day-to-day management: "It is fre- 
quently alleged that the foreign controIUng interests 
retain the substance of power while the Egyptians 
sitting on the board, being strawmen, are suffered for 
compliance with the letter of the law."'" All in all, 
Egyptian industry was largely owned and run by 
foreigners, and there is precious little evidence that 
foreign capital was opposed to industrialization." 

An important group in the establishment of local 
Egyptian industiy were foreign citizens living in 
Egypt. When the Egyptian Federation of Industry 
was established in 1922, the eleven directors all lived 
in Egypt but only three were Egyptian citizens.'- 
None were representatives of foreign corporations. 
There were 226,000 Egyptian residents listed in the 
1927 Census who were citizens of European coun- 
tries. Many of these people had lived in Egypt for 
decades. It seems reasonable, however, to include 
these local residents who were foreign citizens as 
part of foreign capital. Unfortunately, Egyptian 
government statistics do not distinguish between 
Egyptian citizens and foreigners. Assets held by 
foreign citizens living in Egypt are included as 
"locally-held assets." The table therefore under- 
states the extent of foreign control over Egyptian 
industry. 

Industrialization was not possible without the 
support of foreign capital. The only sources of tech- 
nology and expertise were from abroad — both manu- 
factured consumption goods and machine goods had 
to be imported. With the rise of capital accumulation 
in the 19208 and 1930s, the demand for imports grew, 
but there was no corresponding growth in exports. 
The only source of export earnings was the export of 
raw materials (cotton) for capitalist industry, yet 
demand was no longer growing rapidly. The rise of 
industry meant pressure on the balance of payments. 
Without foreign money capital, imports of capital 
goods for the new industries could not expand.* 

The progress of import-substituting industrial- 
ization was substantial. By the outbreak of World 
War n, Egyptian industry provided 100 percent of 
the local consumption of sugar, alcohol, salt, and 
cigarettes; 90 percent of shoes, cement, and soap; 
80 percent of furniture and matches; 40 percent of 
textiles. Egypt was largely self-sufficient in con- 
sumer goods even before World War II gave a great 
boost to local industry,' ' While there are no precise 
data, the general picture is of rapid expansion of in- 
dustry throughout the period 1930-1945. 

The Splits in the Egyptian Bourgeoisie 

Neo-Marxist writings about the 'Third World' often 
argue that the nationalist movement will attract the 
'national boureoisie' — smaller capitalists who are 
developing industry and whose interests are antago- 

•Egypl entered this phue of the internationriliiotion of capital vrith a large maga of 
foreign exchange which could speed the initial capitsi eccuRiulatton. The foreign 
exchange conAtraint on capital accumulation waa not reached during the 19J0a. The 
main CDnetTainttoindustrialiiation waa the continued hold of prfr.capttalLBt production, 
etpecialiy i(a hold over state power 



nistic to imperialism. The "comprador bourgeoisie," 
the large bourgeoisie based on trade and landowner- 
ship, is said to be tied to foreign capital, and totally 
reactionary. Mahmood Hussein, Muhammad Anis, 
and Abd al-Azim Ramadan have argued that there 
was a split in Egypt between the absentee land- 
owners and the industrialists or national bour- 
geoisie, and that the national bourgeoisie led the 
anti-imperialist movement.'^ While in L'Egypte 
nasserienne Samir Amin attacked the 'national- 
versus-comprador bourgeoisie' theory, he waffles in 
The Arab Nation. He writes that, "the mere embryo" 
of a national bourgeoisie forces the imperialists into 
a new international division of labor, while the com- 
prador bourgeoisie co-operates with imperialism. 
"On this basis the bourgeoisie did develop, but it 
then lost its na tional character beca use development 
was closely associated with the progress of imperial- 
ism." Amin applies this concept to Egypt: "From the 
Second World War onwards one can no longer speak 
of a national (industrial) bourgeoisie as opposed to 
the (supposedly feudal) landholding aristocracy: 
we are talking about a fusion between two sections of 
the same class." Besides implying that before World 
War II there was a distinct national and comprador 
bourgeoisie, he later contradicts his analyses by 
saying that "the Nasser regime tried for a long time 
to reach some internal compromise with the national 
bourgeoisie" against the "latifundistand comprador 
bourgeoisie."'^ 

The distinction between national and comprador 
bourgeoisie makes little sense in the Egyptian con- 
text. Asim al-Disuqi has shown that the richest 
people in Egypt, including large absentee landlords, 
were heavily involved in the Misr group and thereby 
in promoting industrialization. The so-called "com- 
prador bourgeoisie" was actively "developing" the 
country. Furthermore, the industrial wing of the 
bourgeoisie sought the co-operation of British im- 
perialism and of foreign firms. These "progressive" 
capitalists were not interested in an anti-imperialist 
alliance with the popular masses. 

The Egyptian ruling class was indeed split, but 
not along "national" versus "comprador" lines. 
Some landlords and merchants were making a trans- 
ition to industrial capitalism.* The other sector of 
the Egyptian ruling class remained rooted in com- 
merce and landowning. This section poured its 
savings into the purchase of land, to the disgust of 
the industrializing bourgeoisie. Largely displaced 
economically, the landowning 'Palace group' re- 
tained political power until 1952.** The landlords 

'Industry includea capitalist agriculture. Man felt that the process whereby the 
"merchant eetablishee direct eway overproduction . . - presents every where an obstacle 
to the real capitalial mode of production." (Capital. Volume II). pp. Sa-)-,";!. Man's 
statement muet be modified when applied to Iho era of imperialiam, when the inter- 
nationalization of commodity trade has already diseolved the older pre-capitalist modes 
aiad generalised commodity production. Merchants and land lords can now revolutionize 
produciio nbycombining foreign tec hn ol ogy and foreign machinery withalalMrforceof 
proleterianized petty commodity produceia. The emergen iw of an industrial bourgeoisie 
is tied to the internationalization of money capital. In seeking the highest return 
wherever it may be obtained, money capital encouragvs all-round expansion of markets 
and state protection for acxTumulation of capital; i,e,. money capital requires the 
expansion of capitalist relations of production. 

••The 'Palace group', obviously controlled by the large landowners, retained control of 
the state administration even during the brief periods of Wafd rule. 'The Wafd itself was 
opposed to a progreeaive land tax or to land reform. Membership in the Senate was open 
only to those awning over ISO feddans (a feddsn i* 1.1 aciea), 
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could win substantial aid from the state. The Agri- 
cultural Credit Bank, set up with state aid in 1931, 
had EE12.6 million in outstanding short-term loans 
(for seed, fertilizer, and cultivation expenses) in 
1951.1" 

The state also provided substantial aid to in- 
dustry even though political power was in the hands 
of the large landlords. This reflects the unity between 
the two sections of the ruling class, which were never 
80 much sections in conflict as moments in a process. 
Amin argues that, "The Egyptian bourgeoisie can in 
no way be distinguished from the aristocracy"; the 
Misr group's "success brought the support of the 
landed aristocracy, which thereby began to 'bour- 
geoisify' itself."'" The unity, which was never as 
complete as Amin maintains, was enforced by a com- 
mon fear of the proletarianized masses and the petty 
bourgeoisie, which were waging sharp struggles 
throughout the period- The Wafd, aiming to repre- 
sent the industrial bourgeoisie, was caught between 
its fear of the proletarianized masses and opposition 
to the landed aristocracy. Because of the landlord 
origins and interests of many of its prominent mem- 
bers, the Wafd moved steadily closer to the landlord 
interests. At the same time, in an effort to maintain 
its mass base, the Wafd acquired a left wing which 
the industrialists saw as dangerously close to the 
Communists. The Wafd ended up without a constitu- 
ency, and the industriahsts gave their support to 
none of the political parties. 

The left wing of the Wafd and other militant 
nationalists came from neither section of the ruling 
class, but from the "middle layers" of Egyptian 
society — the successful petty commodity producers, 
the professionals, and the academic/bureaucratic 
mtellectuals. These middle layers, the petty bour- 
geoisie, were torn three ways: not only did they have 
the same choice as the ruling class between industry 
and landownership or commerce, but they also faced 
ever-present dangers of proletarianization. When in- 
dustry faltored, the petty bourgeoisie was hit hard- 
est. Industrialists could fall back on land owner- 
ship if industry proved unprofitable. When their 
small firms or professional practice faltered, the 
petty bourgeoisie had no such income source to fall 
back on. Although the urban petty bourgeoisie 
owned massive numbers of small plots (mostly under 
one feddan), these could not provide adequate in- 
come by themselves.* The petty bourgeoisie were the 
most militant in demanding "development" (capital 
accumulation) precisely because they had the most 
to lose if the pace did not quicken. The petty bour- 
geoisie was hard hit by British imperialism's "go- 
slow" policy on development. 

British Imperialism and Industrial 
Capitalism 

The British consistently supported and were sup- 
ported by the Palace and their landlord allies. In 
spite of many militant nationalist demonstrations 

•These plntfl wemvntfd out Uj iheplxiprifinffcapitrtlilitflirmffrflafl that the farmera could 
realize economiei of Acale. 



during the 1919-1952 period, the British clung tena- 
ciously to their colonial powers. One reason for 
British support for the landlords was the fact that 
British imperialism was on the decline and could not 
take advantage of the new opportunities opening up 
with the rise of a local bourgeoisie. British and 
French capital were not able to fully exploit the 
growth of industry. There was little direct invest- 
ment and an actual decline in the total foreign 
capital in Egypt. They were unable to move beyond 
the internationalization of commodity capital: 
neither Britain nor France developed a financial 
strength commensurate with their earliest industrial 
might. 

US imperialism, based on not only the world's 
most advanced and largest industry, but also on fi- 
nancial institutions which concentrated large suras 
of money capital, was eager to displace the declining 
British and French imperialists. The expansion of 
US capital overseas after World War II was based 
on the export of money capital in forms as diverse 
as bank loans (through the new World Bank), gov- 
ernment aid (the Marshall Plan and Point 4), and 
direct investment. The export of money capital to the 
backward areas meant investment in whatever lines 
of production could produce profits. US imperialism 
largely supported the rise of capitalist production in 
the backward countries. Recognizing that political 
control by the landlords was hindering the develop- 
ment of capitalist relations, elements in the US 
ruling class took a strong position in favor of land 
reform."* Perfectly content with neo-colonial control 
over the local ruling class, the US trumpeted the 
rights of the local bourgeoisies. Nationalist elements 
like the Free Officers responded with friendship to 
the US,* Egyptian industrialists were similarly in- 
clined, due to the financial, industrial and tech- 
nological strength of US business. 

The British were quite prepared to support Egyp- 
tian industry, but in addition to economic weakness, 
the Britain's fundamental stemmed from the slow 
pace of British withdrawal from formal political 
control stemmed from their desire to see the Egyp- 
tian landlords transform themselves into capitalists. 
The British were determined to avoid conflict be- 
tween the landowning and industrial interests in the 
ruling class. Such a conflict could escalate to involve 
the masses. Mass struggles threatened the British 
imperialism would be replaced with another power 
or even by socialism. Fear of such consequences in- 
spired the British dislike for the Wafd. 

The expansion of capitalist relations of pro- 
duction was most pronounct'd in industry. The 
spread into agriculture was slowed by the political 
power maintained by the landlords, kept in power 
bv Britain's hope that they would transform them- 

'Abdel-Mnlek writefa that Jefli^non Caffery, the VS. ambassador Ut Eftypt. "did not 
conceal his sattsfaction over the 1952 Tand mfOTin." Opinion in the U.HmhnK damson th« 
subject was divided: the more conservative winK snw land f^fofin as il challenice to 
property rights and a spur lo commutiiflm. It wns only with the return of the lilieraU in 
1%I thRt land reform again bwame the slogan of the US Stat* D«partment Naifuib, the 
first head of Kovemmenl after the coup, wiit^a that Caffery was "one of the few foreign 
diplomats whom we believed we could trust" and that US opposition stopped the British 
from occupying Cairo at King FarouJt's request See Egypt'w Deaiiny (Ijondon: Victor 
(.lulluiicx. ly.'bi). jip Ills I IB. 



22 



Belvee into a bourgeoisie. The British wanted to 
avoid a conflict between the two tendencies within 
the ruling class: landlord/merchants and the indus- 
trialista. But the political power of the landlords pre- 
vented capitalist relations from dominating agricul- 
ture. It reduced industrialization by relieving the 
pressure on the landlords to invest in industry and 
by blocking the proletarianization of agricultural 
petty commodity producers. The class which had the 
most to lose from a showdown in capital accumula- 
tion (due to the danger of proletarianization) — the 
petty bourgeoisie — led militant struggles to over- 
throw the landlords and their mentors, the British. It 
was this nationalist struggle which set the stage for 
the 1952 "July Revolution" which brought Nasser to 
power. ' ' • - - ' 

Conclusion 

The experiences of Egyptian industry do not cor- 
respond to what dependency theorists such as 
Amin predict. Dependency theory maintains that 
foreign capital retards industry, reluctantly per- 
mitting industrialization when forced to by the 
national bourgeoisie. But from 1919 to 1952, the 
motor force behind Egyptian industry was foreign 
capital. There was no 'national bourgeoisie' forcing 
foreign capital to permit industry; rather, foreign 
capital was the catalyst allowing the large land- 
owners to convert themselves into an industrial 
bourgeoisie. 

Egyptian industrialization was a response to the 
requirements of the accumulation of capital in the 
advanced countries. In the pre-imperialist era, the 
advanced economies treated Egypt as a source for 
raw materials and as a market. Egypt's needs for in- 
dustrial goods were provided by imports and paid for 
by cotton exports. With the further accumulation of 
capital in Europe, finance capitaUsm arose, and the 
advanced economies became interested in Egypt 
from a new perspective: as as site for investment of 
exported capital. Finance capital was searching for 
profitable investment, not looking for markets and 
raw materials. Whereas in the first period the inter- 
nationalization of capital prevented the emergence 
of Egyptian industry, in the second period foreign 
capital was the force hehind local industrialization. 

This article has dealt with only some economic 
aspects of dependency theory. A thorough analysis 
of Egyptian society would have to look at other de- 
velopments, including political and ideological, 
which are connected to economics, but as separate 
realms can evolve with considerable independence. 
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RESPONSE— 

DEAR MERIP: 

As organizers of the Middle East Film Festival, we 
would like to respond to Lena Jayyusi's article on 
that event in MERIP Reports No. 69. We had hoped 
to see in the pages of this magazine a comprehensive 
article evaluating the Festival in terms of its stated 
goals: to establish clearly for the American public 
the importance of the work of indigenous Mideastem 
artists and filmmakers, and to break through the 
stereotyped images generated by the US media 
which focuses on the conflict almost to the exclusion 
of other issues. Our aim was not to "preach to the 
converted" but to show that this cinema could be ef- 
fective in generating the kind of change in conscious- 
ness that is the basis for social and political growth. 
The author acknowledges in a single sentence that 
the Festival succeeded in offering alternative images 
of the Middle East. As this was our major aim and an 
important idea in and of itself, we regret that the 
opportunity was lost to criticize and explore the 
implementation of that premise. 

Jayyusi's discussion is devoted primarily to crit- 
icism of selected films around the issues of feminism, 
the Palestine conflict and the development of an 
indigenous cinematic idiom. Given the fact that we 
consulted Jayyusi from the beginning of our work, it 
is surprising that her article in no way reflects the 
pragmatic and political problems of which she was 
fully aware. While it is the writer's prerogative to 
choose his or her own focus, we feel Jayyusi's dis- 
cussion, insightful in its analysis of films, provides 
a distorted view of what occurred. 

The first issue she addresses is that of feminism. 
Her film criticism on that subject is astute, yet she 
fails to mention the symposium devoted to discus- 
sion of "Women, Cinema and the Middle East" held 
at New York University in conjunction with the 
Festival on Friday, June 9. The points raised in her 
reviews were argued at the symposium by both film- 
makers Eoid general audience: the problem of separ- 
ating feminism from social struggle in general, 
feminism as a western phenomenon grafted onto 
Mideastern cultures, the problems of developing a 
distinctly feminine cinema, etc. 

Jayyusi's comments on the treatment of the Pal- 
estine conflict in the Festival reflect neither her 
awareness of our efforts nor the dearth of good films 
describing Palestinian national history and re- 
sistance (or, for that matter, films from the Zionist 
point of view). We discussed with Lena in detail our 
frustration in locating such works. Some of the 
difficulties we encountered are documented below in 
order to clarify the need both for good films and ade- 
quate distribution networks, problems that epito- 
mize the current state of political cinema in this area. 

Kafr Kasem, for a preliminary screening alone, 
would have cost $2000, a sum we simply did not 
have; 



We solicited Palestine, The Price of Peace fi-om 
the Belgian Cinema Collective but the print never 
arrived; 

We arranged for a representative of the Pales- 
tine Cinema Unit to come for an evening to be 
devoted to Palestinian cinema. The visit was can- 
celled due to the virtual destruction of the unit fol- 
lowing the Israeli invasion of Lebanon and in- 
ternal political debate. A letter from a Paris repre- 
sentative of the institute who agreed to come in 
his place arrived on the opening day of the Fes- 
tival; 

The Struggle for the Land was available from 
Europe only at the exorbitant cost of a new print, 
for a preliminary screening alone; 

Palestine, Path to Tragedy has been lost by the 
CAABU office in London; 

We received no replies to several letters sent 
to the people handling the film Jerusalem Never. 

Regarding Jayyusi's suggestion that Revolution 
Until Victory should have been in the Festival, it was 
our view and that of the Selection Committee that the 
film had such grave and vicious inaccuracies that a 
public viewing would only have served to polarize 
existing prejudices. Our choice of The Key as the best 
Palestinian film available to us was confirmed by 
recommendations firom the PLO and the Arab 
League. 

We faced similar obstacles in obtaining films re- 
presenting the Zionist point of view. In Jayyusi's 
critique of the film we finally chose, A Wall in Jeru- 
salem, she neglects to mention that it was screened 
with To Live In Freedom which refutes the inaccur- 
acies and omissions of the first film. 

The films screened on Saturday at the session on 
political cinema were not "relegated to backstage" as 
Jayyusi asserts. The day was organized in order to 
provide a showing of films that despite severe tech- 
nical difficulties, we felt were important. For ex- 
ample, Edna Politi's film For the Palestinians: An 
Israeli Testimony was in French with a magnetic 
sound track, an outdated system of projection. The 
only projector available for the film did not have a 
strong enough lamp for theatrical viewing. The War 
In Lebanon is a difficult film on a complicated issue, 
a problem compounded by an Arabic sound track. We 
felt that even with a live translation, the film would 
have been extremely difficult for a general audience 
in a commercial theater. 

In general, we regret that Jayyusi did not evalu- 
ate the Festival in its larger context, to shed some 
light on the problems of media control that make it 
virtually impossible for the general public to be 
exposed to the kinds of films we were able to show 
last June. The Festival did succeed in breaking some 
ground for indigenous Mideastern film in this re- 
spect. A selected group of films will be distributed 
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to campuses around the country in 1979. The Middle 
East New Cinema Collective has been formed with 
the aim of producing a magazine dedicated to the 
progressive criticism and analysis of films from and 
about the Middle East. Progress has been made on 
plans for the shooting of a collective Palestinian/ 
Israeli film. 

We agree with Jayyusi that the Festival was far 
from perfect. By ignoring the real problems of which 
she was aware, Jayyusi did not provide the kind of 
constructive criticism that would help us better 
achieve our goals. Given the confusion and bigotry 
that surround any discussion of the Mideast, we feel 
the value of the event was (in Jayyusi's words) that 
"at least one can say that many of the films, unavail- 
able before, opposed new images to the traditional 
stereotypes of Middle Eastern peoples and presented 
to some an occasion for genuine political and social 
understanding." 

Faye Ginsburg 
llan Ziv 

For further information regarding the Middle East 
Film Festival, contact llan Ziv; c/o Impact Films, 
200 Park Ave. So., New York, NY 10003. 

The author responds: ,.,,• ,,' 

The Festival organizers take issue with my choice 
and discussion of two clusters of questions presented 
in the Festival: the woman's problem and the Pales- 
tine conflict. Since my discussion of the former was 
largely confined to the films and film-makers I can- 
not see why they find they need to argue with it. Do 
they beheve that points raised about the films and 
film-makers must necessarily reflect on the Festival 
itself? Regarding the symposium on "Women, 
Cinema and the Middle East," the discussion of the 
important issues never really got off the ground due 
to an unfortunate choice of moderator. Moreover, in a 
panel that is seriously to discuss issues of women 
and the Middle East, it is a clear omission not to 
include a Palestinian woman. The uniqueness and 
centrality of the Palestinian experience in the 
Middle East, from national uprooting to resistance, 
is unmistakable. The ongoing transformative 
struggle for liberation that has had the most tre- 
mendous impact on the entire area has been deeply 
significant for the Palestinian woman and has de- 
manded and received her involvement and parti- 
cipation. Her resistance and steadfastness during 
the siege of Tal El-Zaatar, and her role in confronting 
the occupation in the West Bank, are well known 
facets of this revolutionizing experience. One won- 
ders, therefore, why a Palestinian woman was not 
included on the panel if the issues Ziv and Gins- 
burg listed had been targeted for serious discussion, 
particularly as an Israeli woman was invited to par- 
ticipate. Had it not been for the last minute dis- 
covery, and consequent intervention and protest, by 
myself and others, the Israeli consul would have 
appeared as a panelist, having been invited to take 



part and billed as a feminist. One might ask how 
that would have fitted in with "the problem of sep- 
arating feminism from social struggle in general"? 
It is precisely on the presentation of the Palestine 
conflict that the real problems with the organization 
and structure of the Festival are displayed. The issue 
here is primarily one of consistency and clarity. 
If Ziv and Ginsburg's aim was indeed to "break 
through the stereotyped images generated by the 
U.S. media," then I would imagine that this should 
include the stereotypes generated around the Pales- 
tine conflict. This is precisely what the Festival not 
only failed to do, but ultimately dodged. Ziv and 
Ginsburg, in their response, fail to see my point 
regardless of the difficulty they might have en- 
countered in obtaining some of the films they men- 
tion, the way they publicized, organized and pre- 
sented what films they were able to obtain, and the 
selection procedures seemingly employed in includ- 
ing and excluding films they did have access to, 
is problematic. The final day of the Festival, 
organized around the title "Battle Scars: Arabs and 
Israelis," started with A Wall in Jerusalem, a 
fanatically Zionist film, and ended with Sontag's 
Promised Lands, another Zionist look at the prob- 
lem (followed at midnight by a repeat showing of the 
Israeli film Paratroopers). This sequencing structure 
for the presentation of the films that day itself makes 
a statement. My review carries a critique of these 
films so I will not go into that. But one question I 
raised was, why A Wall in Jerusalem was shown at 
all, given its racist and totally distorted presentation 
of history. Alternatively, if the aim of the organizers 
was to achieve some kind of "balance," then why 
was not a Palestinian version of the history of the 
conflict shown? I suggested in the review that an 
available possibility would have been Eeuolution 
Until Victory. Ziv and Ginsburg's answer raises the 
question even more forcefully. It is clearly a very 
one-sided Selection Committee that was set up if in- 
deed they (and the organizers) saw "such grave and 
and vicious inaccuracies" in Revolution Until Vic- 
tory but not in A Wall in Jerusalem, a film that 
describes Zionist settlements prior to 1948 as 
buildng on land "occupied" by the Arabs and juxta- 
poses shots of Nazi marchers and Palestinian 
peasants! Ziv and Ginsburg do not read my review 
accurately when they assert that I "neglect to 
mention that it was screened with To Live in 
Freedom which refutes the inaccuracies and omis- 
sions of the first film." What I wrote was: "... so 
why was no version of history from a Palestinian 
perspective presented? Of the films shown that day 
to represent the Palestinian case [The Key, The 
Dupes, To Live in Freedom], none fill that need, nor 
were they made for that purpose." To Live in Freedom 
does not deal (except briefly and unclearly) with the 
history of the conflict leading up to the establish- 
ment of the State of Israel in 1948, the period and 
issue A Wall in Jerusalem pretends, in part, to 
cover. Moreover, neither To Live in Freedom, nor any 
films screened that day, showed anything of the Pal- 
estinian resistance movement. Revolution Until 
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Victory does. Ziv and Ginsburg tell us "Our aim 
was not to 'preach to the converted'." Yet, they later 
justify not showing The War in Lebanon during the 
Festival itself (but on the following Saturday at 
N.Y.U.) by saying that it "is a difficult film on a 
complicated isBue . . . [and] . . . would have been ex- 
tremely difficult for a general audience in a com- 
mercial theater." These two positions are contradic- 
tory. Furthermore, The War in Lebanon had no tech- 
nical difficulties as Politi's film did. Since it was 
being provided with a live translation prepared 
beforehand, it would have fared even better than The 
Dupes which was screened on Thursday with a live 
translation but one that had to be improvised on the 
spot. (Laila Abu Saif s film was also shown with a 
live, improvised translation on the Monday). 

Although Politi's excellent film For the Pales- 
tinians: An Israeli Testimony did have technical 
problems preventing it from being screened at the 
Bleeker, it and the other films shown on Saturday 
at N.Y.U. could have been publicized as part of the 
Festival mainstream instead of as events running in 
conjunction with it. The Palestine conflict is the 
central issue of the Middle East today. Its signifi- 
cance is reocgnized in the support given the Palestin- 
ian struggle by the peoples of the area, from Iran to 
Yemen, firom Cyprus to Algeria. Yet the pre-Festival 
publicity totally obscured its role and importance. 
The issue was projected as one of Arabs and Israelis 
—this is the way it has been traditionally handled 
by the media in the U.S., and thus also routinely pro- 
jects and evokes a stock set of conceptions and pre- 
judices that mask the basic questions. In most of the 
publicity material distributed prior to the Festival's 
opening the word "Palestinian" appears only once 
and that is an incidental context, films like Politi's 
were not given separate bilUng, although it is one of 
the clearest and most powerful films on the subject 
screened in this country. I repeat that the upshot 
of the entire approach was a "diminished audience 
for these films and the relegation to backstage of the 
central issue in the Mid-East today." I would repeat 
also that the "abstraction of the Palestinian into 
a concept that represents various planes of an 
Israeli's life, an outcome of the colonizing mentality, 
is a problem . . . that the Festival, given its organi- 
zation, left largely untreated." In fact, the Festival's 
organization exhibited this same attitude, even ex- 
tending to the conduct of the panel on the conflict on 
Saturday. So much for "breaking through stereo- 
typed images." 

On the question of my having been consulted: 
Ilan Ziv talked with a number of Palestinians (in- 
cluding myself) about the Festival a few times. In- 
deed, several Palestinians were interested and pre- 
pared to help, given a clear basis and thrust for the 
project. But it became increasingly clear to us all 
that there were ambiguities and that we were to have 
no real input, no vote, nor opportunity to help shape, 
practically, the outcome of the Festival. Even when, 
at the last minute, advice was given to Ziv as to the 
re-organization of the Thursday screenings, we 



found when we got to the Festival that, despite as- 
surances to the contrary, all advice had been 
shelved. The key to the entire handling of the 
Festival is to be found in the initial setting up of 
the Selection Committee. There was not a single 
Palestinian on that Committee. The treatment of the 
Palestine issue was pre-set through the very se- 
le'ction of the Committee members and the exclu- 
sion of a Palestinian voice at that level. Regardless 
of what Ilan Ziv's personal inclinations might have 
been, the final shape and outcome of the Festival 
were determined by the nature of that Selection Com- 
mittee. If the Festival organizers were to examine 
this issue clearly and carefully they will seek why 
they had problems obtaining some of the films they 
mention, and why no official Palestinian cinema 
representative came to the Festival. At a time when 
the issues of the Palestine conflict are being glossed 
over with talk of "dialogue" and "Sadat's peace- 
making" etc., official Palestinian participation in 
anjfthing but a clear and unequivocal event cannot 
take place. Ziv and Ginsburg should surely know 
that. 

Finally, I hope Ziv and Ginsburg will succeed in 
arriving at greater clarity and consistency in their 
projected magazine. Clarity and consistency are 
of the essence in these matters. If it is really to be 
"dedicated to the progressive criticism and analysis 
of films from and about the Middle East," this maga- 
zine cannot afford to handle the Palestine conflict 
(and its ramifications) in the way it was handled in 
the Festival. 

— Lena Jayyusi 
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